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DR PEPPER COMPANY ANNUAL REPORT-1962 the exciting year 













THE ANNUAL MEETING 

The annual meeting of stockholders 
will be held on March 26, 1963. A for¬ 
mal notice of this meeting, together 
with proxy and proxy statements, was 
mailed with this report on or about 
February 22, 1963, at which time 
proxies were solicited by the man¬ 
agement. 

The information herein contained is 
published solely for the benefit of the 
company’s stockholders. No statement 
in this report is made for the purpose of 
inducing the purchase of securities 
issued by the company. 











HIGHLIGHTS OF THE YEAR 


1962 1961 1960 


Gross Profit. 

$9,127,401 

$7,978,658 

$7,190,366 

Net Income 

Before Income Taxes . 

1,918,224 

1,312,789 

1,144,937 

Provision For 

Income Taxes .... 

948,997 

590,264 

518,406 

Net Earnings 

After Income Taxes . 

969,227 

722,525 

626,531 

Depreciation Charged 

To Operations .... 

689,290 

596,656 

571,889 

Earnings Per Share 
Before Taxes .... 

2.67 

1.86 

1.70 

Income Taxes Per Share . 

1.32 

.84 

.77 

Earnings Per Share 

After Taxes .... 

1.35 

1.02 

.93 

Depreciation Per Share . 

.96 

.84 

.85 

Number Of Shares 
Outstanding . . . . 

717,638 

706,582 

673,800 
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MESSAGE TO SHAREHOLDERS 






Dr Pepper syrup sales 
rose to a new all-time 
high in 1962, gaining 
nearly 17 per cent over 
the previous high estab¬ 
lished in 1961. It was the best year in the 
company’s 78-year-old history, climaxing 12 
successive months of syrup sales gains 
throughout the year, each of which set a new 
record for that month. 

Earnings after taxes were also up for the 
year showing a gain of 34 per cent over 1961. 
The strengthened earnings allowed the com¬ 
pany to increase its former 15<* dividend pay¬ 
ment in the second quarter to 17V2^ P er share. 
The December 1 payment made 132 consecu¬ 
tive quarterly dividends paid by the company, 
a period representing 33 years. On January 
31, 1963 the Board of Directors again acted 
on the strengthened earnings, increasing the 
quarterly dividend to 20 cents per share. 

The most important segment of our business 
continues to be our franchised bottler organi¬ 
zation. In this area of operations many worth¬ 
while accomplishments are being made. Bottler 
enthusiasm has reached new heights, and accel¬ 
erated local marketing efforts on their part 
have produced sales never before realized in 
their share of the local markets. In turn, the 
increasing sales and potentials realization have 
spurred an impressive number of facility im¬ 
provements and new plant constructions. 

In line with these advances Dr Pepper Com¬ 
pany made a number of improvements in com¬ 
pany owned plants in Dallas, Waco, and San 
Antonio, Texas and Columbus, Georgia. At 
year’s end, arrangements were completed to 
construct a new bottling plant on its 26-acre 
Dallas headquarters site. The modern new 
facility will be of stressed concrete and steel 
construction, incorporating the latest tech¬ 


niques in its design and function. A completely 
new 72-spout bottling line will be installed. The 
plant is scheduled for completion this summer. 

Intensified franchising activity has brought 
product availability to an increasing number 
of people this year and some key locations have 
been acquired. Acquisition of the Philadelphia 
Dr Pepper operation by a newly formed organ¬ 
ization, brought into the Dr Pepper family the 
well-known television personality Dick Clark. 
As a Dr Pepper bottler his business acumen 
and personal popularity promises to make a 
substantial contribution to sales development 
in that area as well as in other markets across 
the nation through his expanded advertising 
association with the company in 1963. 

Progress continued in other areas of the 
company’s operations. Cumulative fountain 
syrup sales at December 31 showed an increase 
of 40 per cent over the previous year while can 
sales gained 72 per cent. Although these cur¬ 
rently represent a minority per cent of total 
syrup sales they are showing significant con¬ 
tributions that promise to become of major 
importance in future years. Vending has gained 
new stature in the industry and by active pur¬ 
suance of its total market possibilities, many 
Dr Pepper bottlers are finding new areas of 
supplemental business within their territories. 

Advertising in 1962 played a greater role 
than in previous years, reaching a greater 
number of people through an expanded national 
program in which consumer and trade maga¬ 
zines, network television and radio, and well- 
known entertainment personalities played an 
important part. The program for 1963 has been 
expanded further. Sales promotions and incen¬ 
tives were geared to specific needs and were 
highly successful in their new applications. Hot 
Dr Pepper has come into its own, contributing 
much to the record-breaking sales enjoyed ex¬ 


clusively by Dr Pepper bottlers in cold weather 
months. In mid-year dietetic Dr Pepper was 
added to Dr Pepper’s full family of packaging 
and has been enthusiastically accepted by 
consumers. 

Dr Pepper Company’s services to its bottler 
organization continues to receive emphasis. 
Schools and training programs for bottling 
plant managers and sales personnel are con¬ 
stantly being revised to meet the needs and 
demands of modern-day marketing and busi¬ 
ness operation practices, and technical schools 
provide valuable training in the care and main¬ 
tenance of production and vending equipment. 
In its own area of operation, Dr Pepper con¬ 
tinues its executive management development 
program initiated in 1958. Specialized depart¬ 
ments, such as consumer service, industrial 
engineering and market research, provide 
highly important tools in respectively develop¬ 
ing new sales for Dr Pepper, new plant plan¬ 
ning, and in making available to the marketing 
organization important data that can be 
applied to localized programs. 

In looking ahead we 
feel that Dr Pepper, as a 
product and as a company, 
is in an excellent posi¬ 
tion. Enjoying a unique 
position in the industry 
with its exclusivity and 
growth potential, and its 
sound financial structure, 
we are confident that it 
will continue to provide 
a strong and friendly 
association for its stock¬ 
holders, its bottlers and its employees. Toward 
this end our program for 1963 is now being 
effected. 




'S I Chairman of the Board and 
President 













COMPANY AND SUBSIDIARIES CONSOLIDATED 



DR PEPPER 


m> 


DECEMBER 31, 1962 


ASSETS 

Current assets: 

Cash (including time deposits, $640,000) 

and short-term Government securities.$ 2,235,819 

Receivables: 

Accounts receivable — trade .... $1,087,654 


Sundry notes and accounts receivable — 

partially secured. 574,214 

Officers and employees.. 29,304 1,691,172 

Inventories — at lower of cost (first-in, 

first-out) or market. 1,180,183 

Prepaid expenses. 272,943 

Total current assets. 5,380,117 

Long-term portion of notes receivable, less allowance 

for losses, $68,192, $607,020 secured. 564,810 

Investments — at cost. 22,019 

Property, plant and equipment — at cost, less 
accumulated allowance for depreciation 
($4,511,027) and customers' deposits on bottles 
and cases ($264,209), partially pledged. 4,521,620 

Goodwill — at cost. 203,290 

Formulae and trade-marks — at nominal value .... 4 


$10,691,860 


See accompanying notes to consolidated financial statements. 


























STATEMENT OF FINANCIAL POSITION 


LIABILITIES 

Current liabilities: 

Accounts payable and accrued expenses. 

Notes payable: 

Bank. 

Current installments on long-term notes . . . . 

Federal and state taxes on income. 

Total current liabilities. 

Long-term notes payable: 

Mortgage notes: 

4%, due December 22, 1967 .$ 729,130 

due February 1, 1970 . 62,833 

791,963 

Equipment note — 6%, due March 3, 1967 97,378 

889,341 

Less installments due within one year 


included above. 166,460 

Stockholders’ equity: 

Common stock — authorized 800,000 shares 
of no par value, whereof 717,650 shares 
issued (note 2). 1,663,502 

Retained earnings.6,121,390 

7,784,892 

Less treasury stock, 12 shares — at cost 117 

Contingent liability (note 3) 


$ 1,238,806 

32,310 

166,460 

746 ,628 

2,184,204 


722,881 


7,784,775 


$10,691,860 
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DR PEPPER COMPANY AND SUBSIDIARIES 






CONSOLIDATED STATEMENT OF EARNINGS AND RETAINED EARNINGS 
YEAR ENDED DECEMBER 31, 1962 


Net sales.$17,496,226 

Cost of sales. 8,368,825 

Gross profit on sales. 9,127,401 

Administrative, marketing and general expenses . . . 7,2 49,915 

Operating profit. 1,877,486 

Miscellaneous income. 144,813 

2,022,299 

Miscellaneous charges (including interest of $52,374) . 104,075 

Earnings before taxes on income. 1,918,224 

Federal and state taxes on income. 948,997 

Net earnings. 969,227 

Consolidated retained earnings, December 31, 1961 . . 5,633,906 

6,603,133 

Dividends paid ($.675 per share). 481,743 

Consolidated retained earnings, December 31, 1962 . . $ 6,121,390 


See accompanying notes to consolidated financial statements . 


























DR PEPPER COMPANY AND SUBSIDIARIES 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
DECEMBER 31, 1962 

(1) Pension plan 

The Company and its subsidiaries have a pension plan for the 
benefit of the employees. The Companies expect to continue the 
plan indefinitely, but have the right to discontinue it at any time. 
The cost of the plan amounted to $94,578 in 1962. The unfunded 
past service cost of employees presently covered by the plan 
amounted to approximately $34,700 at December 31, 1962. 

(2) Restricted stock option plan 

The Company has an employees' stock option plan covering 61,375 
shares of its common stock at December 31, 1962. At the begin¬ 
ning of the year options had been granted to purchase 15,275 
shares at $10.25 per share. During the year options were exercised 
for 11,050 shares and cancelled for 500 shares, leaving a balance 
of 3,725 shares under options at December 31, 1962. Unoptioned 
shares at the beginning and end of the year were 57,150 and 
57,650, respectively. 

(3) Contingent liability 

The Company has a contingent liability with respect to vending 
machine contracts receivable sold with recourse amounting to 
$107,665 at December 31, 1962. 


ACCOUNTANTS' 

REPORT 


The Board of Directors 
Dr Pepper Company: 


We have examined the consolidated state¬ 
ment of financial position of Dr Pepper Com¬ 
pany and subsidiaries as of December 31, 
1962 and the related consolidated statement 
of earnings and retained earnings for the 
year then ended. Our examination was made 
in accordance with generally accepted audit¬ 
ing standards, and accordingly included such 
tests of the accounting records and such other 
auditing procedures as we considered neces¬ 
sary in the circumstances. 

In our opinion, such financial state¬ 
ments present fairly the financial position of 
Dr Pepper Company and subsidiaries at 
December 31, 1962 and the results of their 
operations for the year then ended, in con¬ 
formity with generally accepted accounting 
principles applied on a basis consistent with 
that of the preceding year. 




Dallas, Texas 

January 29, 1963 














DISTRIBUTION OF REVENUE DOLLAR 


■ 


RAW MATERIALS 


36% 



PROMOTION, ADVERTISING AND EXPANSION 20% 



PAYROLLS 


15% 


TAXES ON INCOME 

5% 



DEPRECIATION AND MAINTENANCE 

6% 

OUTBOUND FREIGHT 

5% 

PACKAGING COST 

4.5% 

TAXES —OTHER THAN INCOME 

.5% * 

OTHER OPERATING EXPENSES 

4 % 

DIVIDENDS 

2.5% 

RETAINED IN BUSINESS 

2.5% 






























































PRIORITY ON PEOPLE 

Continuing top priority in Dr Pepper’s overall pro¬ 
gram is people. The company acknowledges this fact and 
also that the success of each phase of operation depends 
largely upon the attitudes and skills of those assigned to 
each individual task. The company philosophy, therefore, 
takes into consideration (1) careful selection of people 
(2) proper indoctrination (3) thorough training, and 
(4) good supervision. These objectives are spread 
throughout the entire bottler and parent company organ¬ 
ization through training programs and seminars 
designed to fit the needs of each phase of the business. 


Training courses are made available to employees in 
the vast Dr Pepper bottler organization dealing with 
plant production, vending service and maintenance, sales 
and supervision, and general plant management. 

Dr Pepper Company’s own management and super¬ 
visory people come in for the same type of instruction 
in accordance with the needs of each department of 
operation. 

The general overall purpose for Dr Pepper’s program 
is summed up in a statement made by a company spokes¬ 
man recently when he remarked, “For long term success, 
it’s best to grow your own people.” 
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MARKETING AND PROMOTION 


Dr Pepper's outstanding sales gains in 1962 were due, 
largely to the success of its marketing and promotional pro¬ 
grams both locally and nationally. Much credit goes to 
Dr Pepper bottlers for their combined efforts in utilizing 
key promotional programs made available to them. 

Bottler sales gains in many markets came as the result of 
accelerated effort made by plant managers to capture the 
Dr Pepper Company's President’s Award. Now in its 4th 
year, the President's Award program has proven to be an 
effective plan for motivating bottler sales organizations. The 
award is made monthly to the Dr Pepper bottler having 
made the most outstanding achievement during that month. 
Winners are selected from resume outlines submitted by 
zone managers in which comparative sales results play a 
key factor. 

Dr Pepper experienced a progressive year in the field of 
vending in 1962. Bottler purchases and placement of vend¬ 
ing equipment was up 44 per cent over the previous high in 
1961. Dr Pepper bottlers were offered the finest outlay of 
vending equipment ever produced featuring a variety of 
dispensers for bottle, can and cup drinks plus an attractive 


incentive program and a bank finance plan with low interest 
rates. Expanded placement of vending equipment helped sig¬ 
nificantly to improve Dr Pepper distribution and availability 
at the consumer level. 

The fountain syrup division, which services major con¬ 
cession accounts, theatres, wholesale jobbers and others 
engaged in mass vending operations, experienced a syrup 
sales increase of 40 per cent in 1962. As a result of this 
activity, the fountain sales field organization was expanded, 
giving it a total of 24 representatives assigned to specific 
sales areas to give better service to this segment of the 
trade nationally. 

There was marked growth in the sale of canned Dr Pepper 
last year brought about to an extent by providing additional 
contract canning facilities to more conveniently and eco¬ 
nomically serve regional bottler areas. There was also a 
substantial increase in the sale of canned Dr Pepper through 
overseas military services with distribution being made from 
eastern, western and gulf coastal shipping points. 

A new item on Dr Pepper’s 1962 marketing and promo¬ 
tional calendar was dietetic Dr Pepper in cans. A special 















feature elsewhere in this report deals briefly with the intro¬ 
duction of this new product. 

Another major factor in the company’s marketing prog¬ 
ress in 1962 was special promotions. Dr Pepper reaped added 
sales volume from a number of tie-in promotions with such 
products as Fritos, Mexican jumping beans, and a “Twist” 
record album which captured the fancy of millions of dance 
enthusiasts. 

One important and successful promotion in 1962 featured 
Sunkist lemons and hot Dr Pepper, rapidly becoming a major 
item in Dr Pepper’s sales picture and one that is effecting 
substantial increases in winter volume. The availability of 
new hot Dr Pepper dispensing and serving equipment, plus 
added experience from previous merchandising of hot 
Dr Pepper, continues to present new and unusual sales op¬ 
portunities on this item. 

One promotion that takes on added proportions each 
year features Frosty Pep, a delightful drink combina¬ 
tion made with Dr Pepper and ice cream. Long a favor¬ 
ite with youngsters and oldesters alike, Frosty Pep 
afforded unusual merchandising opportunities for 



bottlers which also produced significant sales increases. 

Dr Pepper’s major promotion in 1962 was its big national 
consumer contest which provided as first prize a Solid Gold 
Dinosaur and $10,000 cash, plus 610 other valuable mer¬ 
chandise prizes. Retail dealers were awarded prizes for out¬ 
standing displays. National media advertising, supported by 
local point-of-sale, full-color ads in LIFE and LOOK maga¬ 
zines, NBC radio, ABC-TV featuring Dick Clark on “Ameri¬ 
can Bandstand,” and other consumer-stimulating media were 
used in the contest promotion. As in previous national con¬ 
sumer contests, the Gold Dinosaur promotion focused atten¬ 
tion on Dr Pepper at the local level through dealer tie-ins 
and advertising at the national level through broad media 
coverage. 

One of Dr Pepper’s major promotional activities continues 
to be its participation in the annual Tournament of Roses 
Parade in Pasadena, California. The 1963 event marks the 
third straight year Dr Pepper has been a participant with 
its colorful float viewed by millions in a combined audience 
of local spectators and over coast-to-coast telecasts on major 
networks. 
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ADVERTISING 

Dr Pepper’s advertising dollars expended in 1962 were 
hard working dollars. To compete in an industry that 
measures advertising effectiveness in terms of consumer 
impressions, and one that pinpoints its advertising in¬ 
vestments to reach specific segments of the market, 
Dr Pepper utilized every bit of its experience and 
know-how. 

Of first importance was the planning and coordination 
of Dr Pepper Company’s advertising budget with that 
of its bottler organization. Working together the two 
become far more productive in that there is lessened 
overlapping or duplication, plus the fact that the combi¬ 


nation of both add weight and mileage to Dr Pepper’s 
marketing effort. 

In 1962 Dr Pepper Company’s national media pro¬ 
gram featured 24-sheet poster boards, full color ads in 
such national magazines at LIFE, LOOK, LADIES’ 
HOME JOURNAL, McCALL’S, SPORTS ILLUS¬ 
TRATED, and weekly spots on Dick Clark’s nationally 
televised “American Bandstand” on ABC-TV. Again in 
1963 Clark has been engaged by Dr Pepper. His services 
will include expanded Dr Pepper exposure on his 
“American Bandstand” show over ABC-TV, and other 











special activity including personal appearances and two 
major promotions. 

Like the product itself, Dr Pepper’s advertising was 
designed to be unique and different from that of other 
soft drink companies. To do this its agency creative staff 
was commissioned to come up with ideas that would be 
original and impressionable to all age groups. Their 
answer ... an interesting comic strip feature created by 
Johnny Hart, nationally famous cartoonist and creator 
of B.C., a popular cartoon series appearing in news¬ 
papers nationally. Hart introduced Harmon and a com¬ 
plete set of comic strip characters for Dr Pepper that 
have captured the fancy of millions of readers. Harmon 
and his associates were utilized for highly effective 
Dr Pepper advertising in national magazines, television 
commercials, and on 24-sheet poster boards. 

Again, to capitalize on originality of artwork and copy 
and to make Dr Pepper’s advertising work harder, the 
same ideas were expanded for point-of-sale usage as a 
vehicle for sales promotional objectives. A good example 
along this line was the highly successful Gold Dinosaur 
national consumer contest which brought together the 
elements of basic importance — the consumer, the store 
dealer and the bottler. 

The cohesiveness between national and local advertis¬ 
ing done by franchised bottlers, through their generous 
usage of point-of-sale material, gave impact to 
Dr Pepper’s 1962 advertising. 

Adaptation of specific themes in both national and 
local effort helped Dr Pepper’s advertising dollars com¬ 
pete more effectively with those of other leading soft 
drink companies, even though Dr Pepper’s advertising 
spent fewer dollars. 

Another major factor in the effectiveness of 
Dr Pepper’s 1962 advertising, from the standpoint of 
sales, was the added advantage of product availability in 
a number of newly franchised areas. Advertising has suc¬ 
cessfully established the Dr Pepper image and, as un¬ 
franchised areas become fewer, future advertising 
investments will pay greater dividends. 
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A NEW PRODUCT 

Introduced in mid-summer, dietetic Dr Pepper became an immediate success. 
Serving the needs of that segment of the market desiring a sugar-free or low 
calorie soft drink for health or dietary reasons, dietetic Dr Pepper is packaged in 
a 12-ounce can of a distinctive blue and white design with red trade mark. It con¬ 
tains, in total content, four calories per can, or one-third calorie per fluid ounce. 
Coming under the company’s can sales operation, dietetic Dr Pepper is produced 
at Dr Pepper contracted canning operations across the nation and shipped directly 
to franchised plants upon order. It is currently being marketed by 62 per cent of 
the franchise organization but this figure is increasing daily with the availability 
now reaching every state except New York which currently prohibits the sale of 
any beverage product containing saccharin. Dietetic Dr Pepper will soon be made 
available to consumers in a distinctive returnable bottle, produced locally by fran¬ 
chised Dr Pepper bottlers. 



























NEW MARKETS 


Distribution was expanded into twenty-nine new mar¬ 
kets during 1962 as Dr Pepper Company’s franchising 
activity continued its rapid pace to make Dr Pepper 
available to people in those few remaining territories not 
yet serviced by a Dr Pepper bottling plant. Five of these 
new areas are located in Canada. In addition to the 
licensing of new areas, several key markets were im¬ 
proved during the year through acquisition by new own¬ 
ers. Included among the latter are such major cities as 
Chicago, second largest consumer market in the United 
States; Seattle; Phoenix; Miami; Oklahoma City; Nor¬ 


• NEW MARKET AREAS 


Steamboat Springs, Colorado 

Watertown, Wisconsin 

Ocala, Florida 

Great Falls, Montana 

Eugene, Oregon 

North Bend, Oregon 

Eureka, California 

North Platte, Nebraska 

Tampa, Florida 

Daytona Beach, Florida 

Willits, California 

Indianapolis, Indiana 

Lewiston, Maine 

Norfolk, Nebraska 

Reno, Nevada 

Cincinnati, Ohio 

Oshkosh, Wisconsin 

Sparta, Wisconsin 

Jacksonville, Florida 

CANADA 

Burns, Oregon 

Winnipeg, Manitoba 

Holdrege, Nebraska 

Penticton, British Columbia 

Klamath Falls, Oregon 

Calgary, Alberta 

Sauk City, Wisconsin 

Dauphin, Manitoba 

Sidney, Montana 

Nelson, British Columbia 


folk; and Philadelphia, where Dick Clark, famous tele¬ 
vision celebrity retained by Dr Pepper again this year 
for network television and a personalized advertising 
program, became a Dr Pepper bottler in a new company. 

Expansion efforts in Canada were aimed primarily at 
the larger population areas of outlying provinces, giving 
Dr Pepper coordinated distribution along with its previ¬ 
ously franchised territories in the eastern and central 
provinces. In mid-year an export specialist was added to 
the company’s management staff to head its foreign oper¬ 
ations and further strengthen Dominion activities. 

















